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SUBJECT: VISIT OF DEPUTY EINANCE MINISTER CHONG 
REE: KUALA LUMPUR 4862 AND PREVIOUS 

1. SUMMARY. CHONG'S TALKS EXPLORED PRELIMINARILY POSSI- 
BILITIES OE US ECONOMIC ASSISTANCE TO MALAYSIA. DURING 
MEETING WITH EA DEPUTY ASST SECRETARY EDMOND, IT WAS 
EXPLAINED THAT WITH DECLINING BILATERAL AID PROGRAMS AND 
GIVEN MALAYSIA’S RELATIVE WEALTH (COMPARED TO LDCS) IN 
TERMS OE BALANCE OF PAYMENTS POSITION AND PER CAPITA 
INCOME OUR ABILITY TO OFEER CONCESSIONAL ASSISTANCE IS 
LIMITED, BUT THERE ARE POSSIBILITIES OF ASSISTING GOM IN 
ITS PRIORITY GOALS OF ECONOMIC AND SOCIAL IMPROVEMENT OF 
RURAL AND URBAN POOR. EDMOND SAID SECRETARY’S SEPTEMBER 1 
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ADDRESS DID OFFER A NUMBER OF PROPOSALS, AND WE HOPED GOM 
WOULD GIVE SPEECH A SERIOUS LOOK, PERHAPS WITHIN ASEAN 
CONTEXT ALSO, AND SEE WHAT IDEAS IT HAS ON MATTERS IN THE 
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ADDRESS OF DIRECT RELEVANCE TO MALAYSIA. IN DISCUSSION 
WITH AID ASST ADMINISTRATOR GARDINER, AREAS OF POSSIBLE 
ASSISTANCE WERE EXPLORED, INCLUDING HOUSING GUARANTEES, 
VOLUNTARY AGENCY SUPPORT PROGRAMS, AND PROVISION OF 
TECHNICAL SERVICES ON A REIMBURSABLE BASIS, CHONG SAID 
GOM WOULD CONSULT ON PARTICULAR AREAS OF EXPERTISE OF MOST 
INTEREST TO IT, AND WOULD WELCOME THE TEAM FROM AIDAV THAT 
GARDINER OFFERED TO SEND TO MALAYSIA TO EXPLORE POSSIBLE 
AREAS OF COOPERATION. END SUMMARY. 

2. GOM DEPUTY FINANCE MINISTER CHONG MET SEPTEMBER 4 WITH 
EA DEPUTY ASST SECRETARY EDMOND, AND BEGAN MEETING BY 
EXPRESSING GOM'S PLEASURE AT USG DECISION TO JOIN THE 
INTERNATIONAL TIN AGREEMENT. EDMOND AGREED THAT THIS WILL 
BE A STEP FORWARD, WHILE NOTING NECESSITY OF OBTAINING 
CONGRESSIONAL APPROVAL. CHONG SAID THAT HIS CONSULTATIONS 
WERE AT EXPRESS INSTRUCTIONS OF PRIME MINISTER RAZAK, AS 
FOLLOW-UP TO ASST SECRETARY HABIB'S TALKS IN KUALA LUMPUR 
IN MAY. EDMOND EXPRESSED HABIB'S PERSONAL REGRET AT HIS 
INABILITY TO MEET WITH CHONG (DUE TO UNGA BILATERALS IN 
NEW YORK), AND CALLED CHONG'S ATTENTION TO THE SECRETARY'S 
SEPTEMBER I SPEECH, WHICH CONTAINED ABOUT 30 DIFFERENT 
PROPOSALS. WE HOPED GOM WOULD GIVE SPEECH A SERIOUS LOOK 
TO SEE WHAT IDEAS IT HAS ON MATTERS OF DIRECT RELEVANCE TO 
MALAYSIA. GOM'S DELEGATES IN VARIOUS FORA (UN, GATT) 

COULD HAVE THOUGHTFUL SUGGESTIONS ON HOW TO DEVELOP THESE 
IDEAS FURTHER. WE HAVE HIGH REGARD FOR MALAYSIA, AND 
WOULD WELCOME GOM'S VIEWS. ASEAN MIGHT ALSO BE AN APPRO- 
PRIATE FORUM FOR DISCUSSION OF SECRETARY'S PROPOSAL. 

CHONG SAID HE WELCOMED SECRETARY'S UNGA PROPOSALS AND SAID 
HE HAD TO "CHANGE HIS SPEECH " IN RESPONSE. CHONG NOTED 
THAT GOM WAS TRYING HARD TO MAKE ASEAN A "LIVING FORUM " 

AND STRESSED IMPORTANCE OF REGIONAL DEVELOPMENT AND INTER- 
DEPENDENCE. 

3. EDMOND NOTED PARAMETERS OF ECONOMIC ASSISTANCE PROBLEM, 
STATING THAT ON THE WHOLE, BILATERAL ECONOMIC ASSISTANCE 

IS AN INSTITUTION THAT IS IN SOME DIFFICULTY IN THE US 
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NOW. PARTICULARLY IN VIEW OF CURRENT RECESSION, THIS WAS 
NOT AN EXPANDING ACTIVITY, AND OUR INDIVIDUAL PROGRAMS 
WERE RATHER LIMITED. FURTHER, AS COMPARED WITH OTHER 
DEVELOPING COUNTRIES, MALAYSIA IS ONE OF THE WEALTHIER 
ONES BY NEARLY ANY STANDARD, AND HER FOREIGN EXCHANGE 
RESERVES AND PER CAPITA INCOME WOULD MAKE A BILATERAL 
ASSISTANCE PROGRAM DIFFICULT TO DEFEND. IN OUR STUDY OF 
WAYS IN WHICH WE MIGHT BE FORTHCOMING, WE HAVE HAD TO FACE 
THESE REALITIES. HOWEVER, THERE WERE AREAS IN WHICH WE 
MIGHT BE ABLE TO BE OF ASSISTANCE, NOT IN TERMS OF THE 
LARGER CAPITAL FLOWS, BUT POSSIBLY SIGNIFICANT IN TERMS 
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OF SPECIFIC AREAS WHERE TECHNICAL EXPERTISE COULD BE OE 
ASSISTANCE. WE NOTED THAT FROM THE EINANCIAL STANDPOINT, 
THERE WAS NOW SOME NERVOUSNESS EROM THE PETROLEUM ACT 
AMENDMENT. WHEN THAT ANXIETY QUIETED DOWN, OUR IMPRESSION 
IS THAT THERE IS A VERY GOOD POSSIBILITY OE LARGE PRIVATE 
CAPITAL INVESTMENT ELOWS. 

4. CHONG NOTED THAT MALAYSIA DOES IN EACT HAVE AN 
EXCELLENT RESOURCES BASE. THE GOM EACES WHAT IT HOPES 
WILL BE ONLY A TEMPORARY EINANCIAL PROBLEM. "WHAT 
WORRIES US IS THAT EVENTS IN INDOCHINA HAVE PUSHED US 
INTO THE ERONTLINE," HE SAID, AND HE NOTED THAT MALAYSIAN 
TERRORISTS APPEARED NOW TO BE SWITCHING TO URBAN TACTICS. 
THIS WAR MUST NOT lUST BE AIMED AT THE TERRORISTS. THE 
GOM NEEDS RESOURCES TO PROCEED WITH SOCIAL DEVELOPMENT, 
AND ALTHOUGH THEIR CREDIT STANDING IS GOOD, PRIVATE LEND- 
ING SOURCES ARE INADEQUATE EOR THE PURPOSE. EXCEPT EOR 
THE COMMUNIST INSURGENCY, MALAYSIA'S ECONOMIC PROSPECTS 
WOULD BE EXCELLENT. HE STRESSED THAT MALAYSIA WANTED TO 
STAND ON ITS OWN EEET, BUT WAS CURRENTLY HAVING A BAD 
TIME. THE GOM COULD AEEORD MILITARY HARDWARE OR SOCIAL 
DEVELOPMENT, BUT "IT IS A FINANCIAL NIGHTMARE TO CONSIDER 
BOTH OE THEM". WHAT GOM HAD IN MIND IN THIS REGARD WAS 
NOT AID AS SUCH, BUT AN "UNDERSTANDING ", GIVEN THE INSUR- 
GENCY AND THE LOSS OF EXPORT EARNINGS DUE TO LOWER 
COMMODITY PRICES. 

5. EDMOND'S MEETING CONCLUDED WITH OUR VIEW THAT 
ALTHOUGH A SUBSTANTIAL ELOW OE CONCESSIONAL FUNDS WOULD 
NOT BE A REALISTIC POSSIBILITY, WE DID HAVE SOME 
CONEIDENTIAL 
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IMAGINATIVE ASSISTANCE PROGRAMS WHICH COULD HAVE A HELPFUL 
IMPACT. CHONG ASKED WHETHER THE USG COULD SUPPORT 
MALAYSIAN PARTICIPATION IN PRODUCER/CONSUMER MEETING AND 
PARTICULARLY IN COMMODITIES COMMISSION. EDMOND SAID HE 
WOULD MAKE THE GOM'S INTEREST KNOWN TO US PARTICIPANTS, 
THAT WE WOULD WELCOME MALAYSIAN PARTICIPATION, BUT THAT 
EACH GROUP DECIDES ON ITS REPRESENTATIVES AND MALAYSIAN 
PARTICIPATION WILL BE UP TO G-77. 

5. IN SEPTEMBER 5 MEETING WITH AID ASST ADMINISTRATOR 
GARDINER, CHONG STRESSED GOM VIEW THAT COMBATTING THE 
INSURGENCY WAS NOT JUST A MATTER OE MILITARY HARDWARE. 

GOM HAD LEARNED IN 1948-55 THAT SOCIAL DEVELOPMENT WAS 
CRUCIAL. MALAYSIANS COULD THEREFORE "NOT EXCLUDE THE 
ECONOMIC OPTION" AS THEY EXPLORED ASSISTANCE POSSIBILITIES. 
GARDINER NOTED THAT BILATERAL AID HAS DIMINISHED CONSIDER- 
ABLY OVER LAST EIVE YEARS, AND THAT CONCESSIONAL EUNDS 
MUST BE EOCUSSED ON REALLY POOR COUNTRIES. HE THEN PRO- 
CEEDED TO OUTLINE EOLLOWING SEVERAL AREAS WHICH MIGHT BE 
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OF INTEREST TO COM. 

6. HOUSING GUARANTEES. USG CAN ISSUE GUARANTEES TO US 
PRIVATE LENDERS, WHO WOULD BE SELECTED BY THE BORROWER. 

AID REQUIRES THAT HOUSING GUARANTEES BE PROVIDED FOR 
PROGRAMS WHICH INCLUDE FINANCING LOW COST HOUSING WITHIN 
REACH OF POORER ELEMENTS OF THE POPULATION. (GARDINER 

NOTED THAT A PRESENT LEGISLATIVE PROPOSAL WOULD REQUIRE 
THAT HOUSING GUARANTEE PROGRAMS ONLY BE AVAILABLE WHERE 
BILATERAL AID AGREEMENT EXISTED, BUT PREDICTED THIS PRO- 
POSAL WOULD NOT BE ENACTED INTO LAW.) 

7. FUNDING VOLAG PROGRAMS. SUCH PROPOSALS CAN BE 
APPROVED FOR ACTIVITIES IN THE AREAS OF HEALTH, EDUCATION 
RURAL DEVELOPMENT, ETC., WHERE FUNDS COULD BE PROVIDED TO 
PRIVATE VOLUNTARY AGENCIES CURRENTLY OPERATING IN MALAYSIA 
FOR MUTUALLY AGREED UPON PROGRAMS. PERHAPS 3RD EIVE-YEAR 
PLAN MIGHT IDENTIFY AREAS OF PARTICULAR INTEREST, AS COULD 
GOM SOCIAL WELFARE MINISTRY. 

8. WE ARE ANXIOUS TO WORK WITH THE GOM TO ASSURE THAT 
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THEY CAN HAVE ACCESS TO THE FULL RANGE OF U.S. TECHNICAL 
SERVICES, NEEDED FOR SPECIALIZED ADVICE REGARDING DEVELOP- 
MENT MATTERS. TO THAT END WE ARE WILLING DISCUSS WITH GOM 
USE SECTION 661 AUTHORITY FOR DEVELOPMENT FURTHER PROPOSALS 
TO BE IMPLEMENTED BY REIMBURSABLE TECHNICAL ASSISTANCE. 

WE ARE DELIGHTED TO NOTE THAT GOM HAS ALREADY UTILIZED 
THIS SERVICE (CONTRACT WITH BUREC) AND BELIEVE THAT 
ADDITIONAL USE WARRANTED, IN VIEW GOM'S HEALTHY ECONOMIC 
SITUATION, TO MEET DEVELOPMENT NEEDS. 

9. CHONG EXPRESSED KEEN INTEREST IN THESE AREAS AND ON 

THE SPOT APPOINTED DEPUTY SECRETARY GENERAL OF THE TREASURY 
DATO WONG YOKE MENG, WHO WAS PRESENT, TO COORDINATE GOM'S 
RESPONSE AND "ORGANIZE OUR THINKING ON THIS". GARDINER 
OFFERED TO SEND TEAM OF EXPERTS FROM AIDAVASHINGTON TO 
FURTHER EXPLORE THE MATTER WITH THE GOM WHEN THE TIME IS 
RIPE. 

10. COMMENT. CHONG MADE A PERSUASIVE CASE FOR ASSISTANCE 
FOR MALAYSIA. HE APPEARED TO ACCEPT REALITIES OF OUR 
POSSIBLE ASSISTANCE WITH GOOD GRACE, AND WAS MOST 
INTERESTED IN PURSUING FURTHER THE TOPICS DISCUSSED WITH 
GARDINER. WE WILL BE IN FURTHER TOUCH WITH EMBASSY 
REGARDING A VISIT BY AID TEAM, AND WILL BE FORWARDING 

A MEMORANDUM DETAILING AREAS OF POSSIBLE COOPERATION. WE 
SUGGEST THAT EMBASSY BE IN CLOSE CONTACT WITH DATO WONG 
ON HIS RETURN REGARDING AREAS OF PARTICULAR INTEREST TO 
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THE GOM, AND CONVENIENT TIMING FOR THE VISIT. KISSINGER 
CONFIDENTIAL 

« END OF DOCUMENT » 
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